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Recent economic data show that the world economic
situation, when compared with the second quarter of
2001, worsened in the third quarter. Unemployment and 
poverty have been increasing. To prop up their respec-
tive economies, the central banks in different countries
have continued to boost domestic demand by easing
their credit policies through cutting interest rates. Con-
sequently, world inflation rate has reduced somewhat,
though foreign exchange rates and commodity prices in
the world markets have been volatile.

World Economic Growth
According to the most recent economic data, the events
of September 11 in the US have worsened the current
economic downswing in most parts of the world. The
US industrial production growth, on an year over year
basis, declined to -6.4 percent in October 2001, com-
pared to -3.2 percent in July. In Japan, the decline of in-
dustrial output was more severe, to -11.9 percent in Oc-
tober from -8.5 percent in July, on an year over year ba-
sis. In Europe, though, the industrial production index
remained unchanged during these periods. To control
the economic downswing, America's Federal Reserve
cut its short-term interest rates once again in early De-
cember, for the eleventh time during 2001. This mone-
tary policy, however, will need time to achieve results. 

Setting in of economic depression in the Western
countries has led to economic recession in some Asian
economies as well. In the third quarter of 2001, Singa-
pore and Taiwan experienced a negative GDP growth
for the second consecutive quarter. Hong Kong and Ma-
laysia too have fallen into economic recession. Between 
the third quarter of 2000 and the third of quarter 2001,
the real GDP dropped by 5.6 percent in Singapore, 4.2
percent in Taiwan, 1.3 percent in Malaysia and 0.3 per-
cent in Hong Kong. However, economic growth in
China remained strong (7 percent GDP growth in the
third quarter) despite a drastic slowdown in exports.
This dynamic has partly resulted from a continued in-
flow of foreign direct investment into China (about US
$40 billion per year since 1994). With world-wide eco-
nomic depression, external demand becomes scarce, and 
hence the main challenge for China now is to promote
domestic demand to sustain its economic growth. To
some extent, Chinese domestic demand already is grow-
ing. During the first seven months of the year, domestic 
retail sales were up by about 10 percent and real estate
investment rose by 30 percent.

The social implications of the economic depression
are becoming increasingly visible. In the US, the unem-
ployment rate increased to 5.4 percent of the labour
force in October 2001, from 4.5 percent in July and 3.9
percent a year ago. In Japan, the unemployment rate in-
creased to 5.4 percent in October, from 5 percent in July 
and 4.7 percent a year ago. In the euro area, though, job-
lessness remained unchanged at 8.3 percent of the la-
bour force during the third quarter, down from 8.8 per-
cent a year ago. In some newly industrialised countries
also, the social implications on the population are dis-

turbing. According to the Far Eastern Economic Re-
view, by the end of 2001, the Malaysian government ex-
pects more than 390,000 people to be out of work, and
unemployment would stand at 3.9 percent compared to
3.1 percent in 2000. In Hong Kong, the unemployment
rate increased to 5.3 percent in the third quarter, from
4.6 percent in the earlier quarter. In Thailand, poverty is 
worsening, with the number of poor rising to about 10
million in 2001 against 7 million in 1996, according to a 
recent release from the World Bank.

Cambodia is an atypical country in that, some oppor-
tunities have emerged as a result of the terrorist attacks
in America. In the garment business, for example, some
US and European clients have increased their garment
procurements from Cambodia, and correspondingly re-
duced them from Islamic countries (e.g. from Pakistan,
Bangladesh and Indonesia). This was clearly observed
in October. The trend of job reduction in that sector ap-
pears to have stopped now. In fact, workers in garment
factories have begun to work overtime. In the tourism
sector too, the situation has stayed unaffected. People,
mainly from Asian countries, who earlier expected to
visit the US, have now turned to the non-Muslim Asian
region, including Cambodia 

World Inflation and Exchange Rates in the 
International Markets
Continuation of worldwide depression in demand and
reduction in interest rates has led to a decline in world
inflation. In the US, the inflation rate declined to 2.1
percent in October 2001, from 2.7 percent in July and
3.4 percent a year earlier. In the euro area, the inflation
rate declined to 2.4 percent in October, from 2.8 percent 
in July and 2.7 percent a year earlier. In Asia, most
economies experienced a similar trend in inflation. In
Japan, inflation remains negative.

Uncertainty about the economic future continues to
cause exchange rate volatility in the international mar-
kets. Between September and mid-December 2001, the
US dollar remained generally stable against the euro,
though it fluctuated on a day to day basis (in the range
of 1.09 to 1.13 euro per US$). During the same period,
the US dollar significantly appreciated against the Japa-
nese currency, trading at 127 yen in mid-December, up
from 118 yen in early September. The US dollar also
significantly appreciated against the Singaporean dollar,
trading at about S$1.84 in mid-December, up from S
$1.75 in early September. However, during the same pe-
riod, the US dollar remained stable against the Thai
baht, Malaysian ringgit and South Korean won. 

Commodity Prices in the World Markets
Except for rice, commodity prices in the world markets
declined during the third quarter of 2001. The price of
first quality rice in Bangkok slightly recovered, trading
at US$170 per tonne in the third quarter of 2001, up
from US$165 per tonne in the previous quarter. It how-
ever remained lower than what it was in the same quar-
ter of 2000 (US$185 per tonne). The prices of soybean,
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wood and rubber continued to exhibit declining trends.
Moreover, it is noted that the world-wide economic
slowdown has also had a significant downward impact
on the price of crude oil. In the second quarter of 2001,

crude oil in Dubai traded at US$25 per barrel, it then
slightly reduced to US$24 per barrel in the third quarter, 
and finally fell to about US$17 per barrel in December. 

Prepared by Sok Hach

Table 1. Real GDP Growth of Selected Trading Partners, 1999–2001 (percentage increase over the previous year)

1999 2000 2001 2000 2001*
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q1-Q4 Q1-Q4

Selected ASEAN countries

Cambodia - - - - - - - - 4.0 4.5
Indonesia 5.8 3.2 4.1  5.1 5.2 4.0 3.5 3.5 4.8 4.0
Malaysia 10.6 11.9  8.7  7.7 6.6 3.2 0.5 -1.3 8.6 3.0
Singapore 7.1 9.1 8.0  10.4 10.5 4.5 -0.9 -5.6 9.9 2.0
Thailand 6.5 5.2  6.6  2.6  3.1  1.8  1.9 - 4.3 2.5
Vietnam - - - - - - - - 6.8  5.0
Selected other Asian countries

China 6.8 8.1 8.3  8.2 7.3 8.1 7.8 7.0 8.0 7.5
Hong Kong 8.7 14.1  10.8  10.8 6.8 2.5 0.5 -0.3 10.5 3.0
South Korea 13.0 12.7  9.7  9.3 4.6 3.7 2.7 1.8 8.8 3.0
Taiwan 6.8 7.9  5.4  6.6 4.1 1.1 -2.4 -4.2 6.0 2.5
Selected industrial countries

Euro-11 3.1 3.8  3.9  3.3 3.0  2.5  0.2 1.3 3.4 1.5
Japan 0.0 2.4  1.1  0.5 2.5  0.2 -2.9 -0.5 1.7 0.0
United States 4.6 5.3 6.1  5.2 3.4 2.7 1.2 0.6 4.9 1.0

Source: the International Monetary Fund, The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections

Table 2. Inflation Rate of Selected Trading Partners, 1999–2001 (percentage increase over the previous year)

1999 2000 2001 2000 2001*
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q1-Q4 Q1-Q4

Selected ASEAN countries
Cambodia 0.0 0.1 -2.3 -1.4 0.5 -0.8  0.1 -0.4 -0.8 0.0
Indonesia 1.7 -0.6 6.1  5.7  8.8 9.1 11.1 12.1 3.7 8.0
Malaysia 2.1 1.5 1.4  1.5 1.7 1.5 1.6 1.4 1.5 1.6
Singapore 1.5 1.1 0.8  1.5 2.0 1.7 1.7 0.8 1.4 1.7
Thailand 0.1 0.8 1.6  2.2 1.6 1.8 2.6 1.7 1.5 2.5
Vietnam - -1.7 -2.4 -2.2 -0.4 -1.4 -.0.8 - -1.7 0.0
Selected other Asian countries
China -0.8 0.1 0.1  0.3 0.6 1.3 1.6 0.8 0.3 1.0
Hong Kong -4.1 -5.1 -4.4 -2.9 -2.2 -1.8 -1.3 -1.1 -3.7 -1.5
South Korea 1.3 1.5 1.4  3.2 2.9 4.3 5.3 4.3 2.3 4.5
Taiwan 0.1 1.1 1.4  1.0 2.0 -1.0 -0.0 -0.5 1.4 0.0
Selected industrial countries
Euro-11 1.5 2.0 2.1  2.5 2.7 2.5 3.1 2.7 2.3 2.5
Japan -1.0 -0.7 -0.7 -0.7 -0.5 -0.1 -0.5 -0.8 -0.6 -0.5
United States 2.6 3.2 3.3  3.5 3.4 3.4 3.4 2.7 3.4 3.5
Source: the International Monetary Fund, The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections

Table 3. Exchange Rates of Selected Trading Partners Against the US Dollar, 1999–2001 (period averages)

1999 2000 2001 2000 2001*
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q1-Q4 Q1-Q4

Selected ASEAN countries

 Cambodia (riel) 3,808 3,822 3,845     3,912 3,906 3,925 3,932 3,953 3,871 3,975
 Indonesia (rupiah) 7,193 7,391 8,287     8,712 9,297 9,780 11,242 9,558 8,422 10,100
 Malaysia (ringgit) 3.80 3.80 3.80       3.80 3.80 3.80 3.80 3.80 3.80 3.80
 Singapore (S$) 1.67 1.69 1.72 1.73 1.74 1.75 1.81 1.77 1.72 1.75
 Thailand (baht) 38.8 37.4 38.6       40.9 43.3 43.2 45.4 44.8 40.1 44.0
 Vietnam (dong) 14,009 14,053 14,075   14,120      14,423 14,556 14,670 14,999 14,168 14,800
Selected other Asian countries

 China (yuan) 8.28 8.28 8.28       8.28 8.28 8.28 8.28 8.27 8.28 8.28
 Hong Kong (HK$) 7.77 7.78 7.78   7.79 7.79 7.80 7.80 7.79 7.79 7.80
 South Korea (won) 1,173 1,125 1,116     1,115 1,167 1,272 1,306 1,295 1,131 1,300

 Taiwan (NT$) 32.0 30.7 31.7 32.8         32.1 32.4 34.6 34.6 31.8 34.0

Selected industrial countries

 Euro-11 (euro) 0.96 1.01 1.07       1.10 1.15 1.08 1.15 1.11 1.09 1.10
 Japan (yen) 106 107 107  108 110 118 123 121 108 120

Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections

Table 4. Selected Commodity Prices on the World Market, 1999–2001 (period averages)
1999 2000 2001 2000 2001*

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q1-Q4 Q1-Q4

Hardwood (logs) - Malaysia ($/m3) 199 189.4 192.7 192.1 186.0 171.0 163.8 159.4 190.1 163

Hardwood (sawn) -Malaysia ($/m3) 643 641.0 633.2 592.7 529.8 507.0 492.2 482.0 599.2 490

Rubber – Malaysia ($/ton) 689 729.9 744.4 712.2 696.6 632.0 628.9 597.7 720.7 620

Rice - Bangkok ($/ton) 225 239.8 204.5 185.4 185.1 182.0 164.7 170.4 203.7 170

Soybeans – USA ($/ton) 200 212.3 223.0 200.7 209.0 202.0 186.7 183.3 211.3 190

Crude oil – Dubai ($/barrel) 23 24.3 25.0 27.6 27.5 24.0 25.1 23.9 26.1 23

Gold - London ($/fine ounce) 296 290.2 280.2 276.5 269.2 264.0 267.7 269.8 279.0 270

Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections
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The Cambodian economy has continued to experience a 
moderate growth in GDP, expected in the range 4-5% in 
2001, despite concerns of contagious effects in the wake 
of the world economic slowdown, and the September 11 
events in the US. Economic indicators for the third
quarter of 2001 reveal that garment exports and tourism, 
the principal modern sectors of the economy, continued
to thrive in spite of a global slowdown. Construction
sector has been recovering as private investment has
continued to grow for the fourth consecutive quarter
ending in September 2001. Monetary performance dur-
ing this period remained stable – inflation rate in Phnom 
Penh was low, falling to –0.4% in the year to the third
quarter of 2001, and the Consumer Price Index (CPI) in 
provincial areas hit a record low of -1.1%. The value of 
Cambodian riel depreciated slightly against the US dol-
lar and the Thai baht. One dollar traded for 3,952 riels
and one baht for 88.2 riels, in the third quarter of 2001.
The banking sector reform is ongoing, but the expected
privatisation of the Foreign Trade Bank of Cambodia by 
the end of 2001, will probably not happen so early.
Gross foreign reserves in Cambodia’s Central Bank, as
revealed by the NBC, reached US$532.3 million by the
end of September (equivalent to 3.5 months of imports
of goods and services).

Economic Activity
Although economic slowdown and recession have offi-
cially been admitted in many countries, Cambodia man-
aged to achieve moderate economic growth during the
first 9 months of 2001. Cambodian economic growth
has basically relied on sectors such as garment and foot-
wear manufacture, tourism, rice and rubber exports.
Fishing, forestry and other crops also contribute consid-
erable added value to the economy. Activities of small
and medium processing industries and exports of fin-
ished goods (other than apparel and footwear) however
remain stunted. 

The apparel industry - the country’s largest em-
ployer outside agriculture - continued to grow through
the year, albeit slowly. During the first nine months of
2001, Cambodia’s total garment exports amounted to
US$814 million, a 13% rise over the same period of
2000. Exports to the US markets accounted for US$580
million (rose 3% compared to the first nine months of
2000). Despite looming fears of declining orders, the
volume of exports to the US did not diminish. The US
market is an important destination for the Cambodian
garment-export industry; in fact it ensures the sector’s
sustainability, as in the recent years, it has absorbed
about 75% of Cambodia’s total apparel exports. By De-
cember 31, 2001, a three-year Cambodia–US bilateral
agreement on quota for 12 apparel categories, to which
the US has limited Cambodia’s garment exports in its
markets, will end. Negotiations for a new agreement on
quotas are however underway. 

Exports to EU markets - Cambodia's second largest
apparel destination - rose dramatically in the very recent 
past. In the first nine months of 2001, exports to the EU 

area accounted for US$221 million (rose 58% compared 
to the same period last year). Since April 1999, EU
granted a three-year special preferential trading status to 
Cambodia, by which it could have access to EU markets 
without quotas and duties. However, only about 10% of
Cambodian apparel exports have gone to EU markets
under this preferential arrangement, and the other 90%
have been subjected to MFN tariff rates at an average of 
9%, according to the Ministry of Commerce. Some
prime impediments that have hampered the preferential
access are, poor quality standards, and inability to un-
derstand and apply the necessary rules prevalent in the
importing countries.

According to the World Tourism Organisation
(WTO), the world tourism industry is expected to con-
tract 20% in 2001, resulting from the adverse effects of
September 11 terrorist attacks in the United States. De-
spite the slowdown in the global tourism sector, Cambo-
dia’s tourism industry (the country’s second largest for-
eign exchange earner) has not signalled a decline yet.
During the first 9 months of 2001, a total of 344,500 for-
eign tourists arrived in Cambodia by air (higher by 22%
compared to the same period of 2000), of which 28%
entered Cambodia through direct international flights to
Siem Reap. According to WTO, the Asia–Pacific Region 
will become a popular tourist destination in the future,
and by 2020, China will overtake France and Spain to
become the world’s most popular place for international 
tourists. The prospect of Cambodia’s tourism sector is
promising owing to spill over effects that Cambodia
could expect from rising tourism in the region.

Inflation and Foreign Exchange Rates
The inflation rate in Phnom Penh City was around zero
percent in the third quarter of 2001. The Consumer Price 
Index of all goods fell to –0.4% in the year to the third
quarter and the core CPI, principally consisting of food
and energy prices, dropped to –2.4% and –3% respec-
tively, as seen from data released by the National Insti-
tute of Statistics. According to CDRI's quarterly sur-
veys, inflation also declined markedly in Cambodia’s
provincial areas. Inflation rate in the provinces fell to a
record low of –1.1% in the year to the third quarter of
2001. The decline in fish prices is a prime factor in driv-
ing inflation down in the provincial areas. 

The Cambodian riel continued to lose ground, albeit
gradually, against the US dollar, trading at an average of 
3,952 riels per dollar in the third quarter of 2001. One of 
the prime reasons for devaluation is an increase in the
money supply (in riels) released into circulation, for
meeting the expenses of the forthcoming commune elec-
tion. Cambodia’s first ever commune election will be
held in February 2002. The riel usually depreciates as
elections approach, and then readjusts afterwards. The
riel has however continued to gain against the Vietnam-
ese dong, but has come under pressure against the Thai
baht. A Thai baht traded for 88.2 riels, and 100 Viet-
namese dong for 26.4 riels, in the third quarter of 2001.

Despite decline in crude oil prices in the world mar-
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kets in the recent months, the gasoline price in Cambo-
dia has remained high, at 2,100 riels (US$0.53) per litre 
and diesel sold for 1,550 riels per litre (Table 4). The
high price of oil could have a negative impact on the
growth of some sectors of the economy. 

Poverty Situation – Earnings of Workers
The Asian Development Bank has stated that poverty in 
Asia dropped by almost half during the 30 years ending 
in 1997. The proportion of persons below the poverty
line in this region however began to rise after the eco-
nomic and financial crisis in 1997. The proportion of
people below the poverty line in Cambodia, as calcu-
lated by its Ministry of Planning, showed a modest de-
cline from 40% to 36% between 1994 and 1999. The
poverty proportions in Cambodia appeared to have de-
clined but the number of poor has continued to rise be-
cause the rate of economic growth has not been high
enough to offset the impact of high population growth.
About 1/2 million new poor have been added in Cambo-
dia between 1994-1999. To assess different facets of
poverty in Cambodia, CDRI conducts quarterly surveys
on a spectrum of vulnerable worker groups, ranging
from cyclo-drivers to skilled construction workers, in
Phnom Penh City and select provinces (Table5).

In the survey conducted in November 2001, it was
found that 73% of all vulnerable workers experienced a
decline in their daily earnings in comparison to the same 
period last year. The hardest hit were the cyclo-drivers,
small vegetable sellers, porters, and skilled and un-
skilled construction workers (Table 5). This decline in
earnings, it is believed, is due to a growing number of
migrant workers in Phnom Penh: increasing labour sup-
ply has pushed earnings down. Many people have come 
into the city to escape the misery caused by natural dis-
asters (floods, droughts) in rural areas. The other rea-
sons for people's vulnerability could relate to their lack
of physical or human endowments, the strained natural
resources, and the rising population. Despite that there
are no detailed studies conducted to assess the causes of 
poverty, or effects of in-migration, floods, etc. on the
economy, indeed the declining (daily) earnings and ris-
ing rural to urban migration, are serious concerns. The
daily earnings of porters have plummeted for the fourth
quarter in a row, and it was found that they had no
money to send to their families back in rural areas. On
the other hand, though, daily earnings of garment work-
ers rose by 21% over the same period last year. How-
ever, compared to August 2001 (when the previous sur-
vey was conducted), their earnings declined slightly
(Table 5). Almost a third out of 120 garment workers in 
10 factories surveyed, pointed out that for obtaining em-
ployment in a factory, male workers particularly, spent
between US$50-100 in the form of bribes. For paying
these monies, 74% workers reported that they took
loans from relatives, while the other 26% used their own 
savings.

Interviews were also conducted with luxury goods
sellers (of precious stones, watches, televisions and sou-

venir sculptures), household item sellers (of mosquito
nets, mattresses and dishes), clothing, food and other
goods sellers and cosmetics, toys and stationery sellers,
in the CDRI survey, to assess the market performance.
One hundred and thirty one wholesalers and retailers in
Phnom Penh pointed out that there are difficult times
ahead. About 78% of them stated that sales had de-
clined, and only 22% responded that sales remained as
good as in the earlier year. About 88% of luxury goods
sellers pointed out that business had declined by nearly
40% compared to the last quarter. About 74% of those
who sell household items (clothing and consumption
goods) stated that their business was bleaker this year
compared to last year. About 56% of food sellers in the
five main markets in Phnom Penh complained of a near
50% reduction in sales in the recent months. Meanwhile 
75% of the wholesalers also expressed that their sales
are not as good as in the previous year. The survey
found that, in the provinces, natural disasters are the
prime reasons for the business downturn. Most stated
that clients from provinces have become more scarce
due to erosion of purchasing power following to two
consecutive years of flooding. It is more difficult to earn 
now than earlier, and hence people tend to spend less
now. In the absence of large survey data, it is difficult to 
gauge what is the extent of reduction in consumer de-
mand, but based on CDRI's small sample studies, it is
inferred that the volume of consumer spending appears
to have declined compared to what it was in 2000.

In conclusion, due to lack of current large-scale so-
cio-economic survey data, it is difficult to identify the
root cause of the falling earnings, but based on CDRI
studies, it appears that demographic pressures, scarcer
natural resources and lack of employment opportunities
are taking their toll. 

Monetary Developments
Monetary performance has remained under control de-
spite growing money injection into the markets during
the third quarter of 2001. According to the National
Bank of Cambodia (NBC), the Cambodian currency in
circulation reached 535 billion riels in the third quarter
of 2001 (rose 5% over the previous quarter). Mean-
while, foreign currency deposits in Cambodia’s com-
mercial banks have continued to increase, reaching
1,496 billion riels by the end of third quarter (up from
1390 billion riels in the end of the second quarter). Gov-
ernment deposits in NBC remained high (73 billion
riels) and credit provided to the private sector rose by
nearly 5% (reaching 992 billion riels by the end of the
third quarter of 2001). The government has also helped
poor households to access micro credit. In order to sup-
port micro credit institutions, it has taken loans from the 
ADB and World Bank. By the year 2000, about 15% of
total Cambodian households had access to micro credit.
A sum of 114.4 billion riels has been lent to 370,651
poor people, according to reports received from the Na-
tional Rural Development Bank.

Application of New Law on Banking and Financial
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Institutions is underway, and according to the NBC, by
the end of November of 2001, 11 banks (each with US
$13 million capital requirement) were re-licensed. An-
other 10 banks (including three specialised banks), that
have not yet met the New Law conditions, are being per-
mitted to operate under an executed agreement which
expands the time period for meeting the new law re-
quirement. The Foreign Trade Bank of Cambodia
(FTB), which was to be separated from the NBC by the 
end of this year, will probably take longer to de-
nationalise. Since FTB is still a state-owned bank, NBC 
has capitalised its capital requirements.

Public Finance
The major challenge before the government is to rapidly 
increase revenue collection and restrict expenditure,
mainly in the defence-cum-security sector. During the
first nine months of 2001, total domestic revenue re-
ceipts reached 1,126 billion riels (up 7.6% compared to
the same period in 2000) but it was 7% below the
planned target. According to the Budget Law of 2001,
total domestic revenue was aimed at 1,651 billion riels
(about 12% of GDP). This target appears to have been
achievable due to the introduction of a number of reve-
nue-boosting strategies, such as stamp duties on ciga-
rettes, VAT on diesel sales and extra fees for visas, all
levied since mid-2001. The government is moving to-
wards less dependence on customs duties in compliance 
with ASEAN/AFTA policies and instead, concentrating
more on VAT and excise taxes. The new Budget Law
for 2002 has already been passed by the Council of
Ministers and forwarded to the National Assembly for
final approval. The Budget Law of 2002 aims to in-
crease the total domestic revenues to 1,816 billion riels;
this is equivalent to about 13% of the GDP compared to 
about 12% in 2001. To achieve this figure a number of
policies have been planned for 2002. These include ex-
tending VAT to a number of industries (e.g. motorbike
assembling and its spare parts), enforcing VAT in 10
provinces (presently it is five) and reducing tax exemp-
tions on big companies, among others.

On the expenditure side, priority has been accorded
to spending on four major sectors, namely, Education,
Health, Agriculture and Rural Development. During the 
first nine months of 2001, the combined spending on
Education and Health rose by 27%, while the combined 
spending on Agriculture and Rural Development in-
creased by 68% compared to the same period in 2000.
During this period, military spending dropped 12.6%
compared to the same period of 2000. In absolute num-
bers the total expenditure during the first nine months of 
2001 amounted to 1555 billion riels (including foreign
financing), which represents an increase by 10.5% over
the same period of 2000. The expenditure policy in the
new Budget Law of 2002 again redirects monies to-
wards priority sectors and reduces expenses on non-
priority sectors. Military spending is expected to slide to 
2.7% of GDP (down from about 3% of GDP in 2001)
and outlays for the four priority sectors are expected to

increase substantially over 2001. Expenditure on Educa-
tion is planned to increase by 28%, Health by 21%, Ag-
riculture by 13% and Rural Development by 46%.

Private Investment and Employment
Private investment appeared suffered a downturn in
2001. Foreign direct investments (FDI) continued to
slump as per the records of the Council for Development 
of Cambodia (CDC). During the first nine months of
2001, 36 new investment and expansion projects were
approved by the Council worth US$56.1 million in fixed 
assets. The volume of new fixed assets in 2001 was 73%
lower compared to the same in 2000. Of the total invest-
ment approvals, 17 projects were for garment manufac-
ture. This was a fall of nearly 60% in the first nine
months of 2001, compared to the first nine months of
2000. The future of Cambodia’s apparel industry ap-
pears to be uncertain in the near future due to falling de-
mand in its prime export markets, resulting from contin-
ued global recession. 

Thus, despite a revision in Cambodia’s Investment
Law in early 2001 and improved political stability FDI
has continued to be low. FDI plays an important role in
providing jobs to the country’s rapidly growing labour
force. According to a CDRI study, employment in FDI
projects is nearly 8.5% of Cambodia’s total employ-
ment. Between 2004 and 2008, around 220,000–
250,000 new job seekers will enter labour markets annu-
ally and, unless both FDI and local investments pick up
unemployment will pose a grave problem.

Foreign Aid and External Debt
During the period of 1992–2000, Cambodia received ap-
proximately US$1.44 billion from multilateral donors.
Of this, 315.2 million came from the European Union,
299 million from the Asian Development Bank, 287.2
million from the World Bank, 107.2 million from the In-
ternational Monetary Fund, and the rest from specialised 
agencies of the United Nations. This assistance sup-
ported a broad range of programmes aimed at reducing
poverty, improving living standards, providing financial
support to priority programmes, infrastructure rehabilita-
tion and structural reforms.

Prepared by Chea Huot and Pon Dorina
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1993 1994 1995 1996 1997 1998 1999 2000

GDP at current prices (billions of riels) 6,080 6,220 7,200 8,330 9,150 10,600 11,640 11,993

GDP at current prices (millions of dollars) 2,160 2,420 2,925 3,155 3,050 2,790 3,050 3,108

GDP per capita (dollars) 225 245 284 295 276 244 259 257

Growth rate of real GDP (1993 prices) 7.1 4.0 6.7 8.0 0.6 1.7 6.6 5.0

 Agriculture 5.5 5.2 10.3 2.0 2.8 0.9 1.3 -2.2

 Industry 12.7 4.8 9.0 19.3 0.4 14.0 8.9 14.9

 Service 6.9 2.6 2.4 10.5 -1.5 -2.1 11.0 7.8

Inflation (in riels, final quarter basis) 41.0 17.8 3.5 9.0 9.1 12.6 0.0 0.5

Riel/dollar parity (annual average) 2,814 2,569 2,462 2,641 3,000 3,800 3,820 3,859

Budget revenue (percentage of GDP) 4.8 9.5 8.9 9.0 9.6 8.9 11.3 11.9

Budget expenditure (percentage of GDP) 10.0 16.2 16.7 17.3 13.8 14.7 16.6 17.5

Current public deficit (percentage of GDP) -1.4 -1.4 -0.8 -1.2 0.7 -0.2 1.6 1.6

Overall public deficit (percentage of GDP) -5.2 -6.7 -7.7 -8.3 -4.1 -5.8 -5.3 -5.6

Exports of goods (percentage of GDP) 7.4 10.6 10.8 11.4 17.9 21.8 24.8 36.4

Imports of goods (percentage of GDP) 16.9 22.6 24.4 29.3 31.8 41.4 41.2 48.6

Trade balance (percentage of GDP) -9.5 -11.9 -13.6 -17.8 -13.9 -19.6 -16.4 -12.2

Current account balance (percentage of GDP) -5.2 -10.6 -14.0 -16.8 -12.1 -17.8 -13.6 -9.0

External contribution to the economy (percentage of GDP) 14.5 16.9 21.0 21.2 14.5 18.3 16.4 14.5

Total savings (percentage of GDP) 18.9 19.2 22.1 27.6 22.3 26.3 23.6 19.2

Gross foreign reserves (months of imports) 1.5 1.4 1.7 2.0 2.3 3.1 3.1 3.1

Population (million) 9.6 9.9 10.3 10.7 11.1 11.4 11.8 12.1

Labour force (percentage of population) 48.0 47.3 46.6 45.9 45.3 44.8 45.2 45.7

Sources: Government data and CDRI.

Table 1. Cambodia: Main Macro-economic Indicators, 1993–2000

Table 2. Destination of Garment Exports, 1994-2001

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Millions of dollars

United States 0.0 0.02 0.1 26.8 74.1 121.5 187.7 220.4 187.9 189.3 192.9 198.0

Rest of the world 1.0 6.6 19.6 30.0 20.5 17.0 37.6 78.8 77.3 62.8 68.8 102.7

Total 1.0 6.6 19.7 56.8 94.5 138.5  225.3 299.2 265.2 252.1 261.7 300.7

Percentage change over previous year

Total – 560 200 187 66 47 64 98 100 29 16 0.5

Source: Ministry of Commerce, Department of Trade Preferences Systems (1994-1999, quarterly average)

Table 3. Passenger Arrivals by International Flights at Pochentong and Siem Reap Airports, 1994-2001

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Thousands of passengers

Tourist visas 27.9 38.7 55.3 46.3 38.1 44.9 55.8 56.0 66.6 64.6 53.2 53.5

Business visas 7.1 10.6 15.8 13.9 10.7 16.0 13.0 12.7 14.7 20.0 23.2 20.9

Official visas 3.3 3.9 3.2 3.6 4.4 8.8 3.5 4.3 5.0 3.8 4.7 4.6

Total Pochentong 38.3 53.2 74.3 63.8 53.2 69.7 72.3 73.0 86.3 88.4 81.1 79.0

Total Siem Reap - - - - 2.6 7.15 14.8 20.1 32.2 41.9 23.6 30.5

Percentage change over previous year

Total Pochentong 29.7 38.9 39.7 -14.1 -16.6 31.0 13.3 6.5 9.1 8.2 12.2 8.2

Total Siem Reap - - - - - 175 202 183 166 111 59 52

Sources: Ministry of Economy and Finance and Ministry of Tourism (1994-1999, quarterly average)

Table 4. Consumer Price Index (CPI), Exchange Rates and Gold Prices, 1994-2001 (period averages)

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Consumer price index (percentage change over previous year)

Provinces - - - 6.1 16.3 6.2 4.0 6.5 10.4 4.8 1.3 -1.1

Phnom Penh - All Items -0.5 7.8 7.1 8.1 14.2 4.2 -2.3 -1.4 0.5 -0.8 0.1 -0.4

- Foods -13.4 4.9 7.6 6.7 15.6 8 -5.5 -5.1 -1.3 -2.6 -2.2 -2.4

- Energy -1.2 19.4 20.7 21.0 10.7 5.5 3.6 8.8 6.7 0.5 1.5 -3.0

Exchange rates, Gold and Oil prices (Phnom Penh market rates)

Riel per US dollar 2,582 2,479 2,666 3,029 3824 3832 3,874 3,912 3,906 3,925 3,931 3,953

Riel per Thai baht 102 99 105 98 88 101 99 94 90.3 88.5 86.6 88.2

Riel per 100 Vietnamese dong 23.5 22.3 24.0 25.6 28.6 27.8 27.3 27.5 27.3 26.9 26.8 26.4

Gold prices (US dollar per chi) 45.8 45.9 46.3 40.4 36.0 34.0 33.8 34.0 32.6 32.0 32.0 33.6

Price of Diesel (Riels/litre) 750 716 779 883 1,065 1,105 1,256 1,353 1,483 1,483 1,533 1,550

Price of Gasoline (Riels/litre) 698 847 1,118 1,378 1,613 1,760 2,043 2,200 2,233 2,100 2,100 2,100

Sources: CDRI, IMF, NIS, Ministry of Planning, Ministry of Economy and Finance 
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Table 5. Average Daily Earnings of Workers, 1997–2001

Daily earnings (riels) Change from last year (%)

1997 2000 2001 2001 2001 2001

Pre-Jul Feb May Aug Nov Feb May Aug Nov May Aug Nov

Cyclo drivers 12,250 9,682 9,691 9,511 8,398 8,200 9,568 9,057 6,262 -1.3 -4.8 -25.4

Porters 9,675 8,275 8,002 8,068 6,893 7,300 7,058 7,189 5,000 -11.8 -10.9 -27.5

Small vegetable sellers 7,050 7,864 7,267 6,611 5,813 6,400 7,386 6,670 5,096 1.6 0.9 -12.3

Scavengers 4,155 4,750 4,969 4,186 3,006 3,900 2,670 2,686 3,393 -46.3 -35.8 12.9

Waitresses* – 1,873 2,030 2,250 2,335 2,600 2,600 2,683 2,358 28.1 19.2 1.0

Rice-field workers – 3,600 4,000 4,443 4,184 4,100 3,613 4,500 3,618 -9.7 1.3 -13.5

Garment workers – 7,283 8,272 8,500 7,410 8,300 7,500 9,165 8,968 -9.3 7.8 21.0

Motorcycle-taxi drivers – 9,200 12,100 11,044 9,522 10,000 12,050 10,559 9,791 -0.4 -4.4 2.8

Unskilled construction workers – 9,193 6,900 8,220 5,970 7,500 8,261 5,625 4,841 19.7 -31.6 -18.9

Skilled construction workers – 15,873 15,600 14,891 14,517 11,200 10,306 12,375 9,866 -33.9 -16.9 -32.0

Notes: Surveys on the revenue of waitresses, rice-field workers, garment workers, unskilled workers, motorcycle taxi drivers and construction workers 
began in February 2000; * Waitresses earnings do not include meals and accommodation provided by shop owners. Source: CDRI.

Table 6. Monetary Survey, 1994-2001 (end of period)

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Billions of riels

Net foreign assets 391 550 881 1,172 1,550 1,961 2,510 2,448 2,589 2,733 2,807 2,951

Net domestic assets 59 99 31 -109 -435 -591 -679 -656 -759 -834 -821 -827

 Net claims on government 143 148 128 54 141 111 41 6 3 -69 -82 -73

 Credit to private sector 237 293 435 637 682 731 860 932 898 905 947 992

Total liquidity 450 650 912 1,063 1,116 1,370 1,831 1,792 1,831 1,899 1,985 2,124

Money 200 279 329 385 466 515 546 540 540 548 544 569

Quasi-money 250 371 583 678 655 855 1,286 1,252 1,291 1,351 1,441 1,555

Percentage change from previous year

Total liquidity 35.1 44.3 40.3 16.6 4.9 22.7 39.1 27.4 26.8 9.6 8.4 18.5

Money -1.9 39.5 17.9 17 21 10.5 9.2 7.8 1.5 -0.4 -0.4 5.4

Quasi-money 93.2 48.1 57.2 16.4 -3.4 30.5 53.4 38.5 41.7 14.2 12.1 24.2

Source: National Bank of Cambodia.

Table 7. National Budget Operations, 1994-2001 (billions of riels)

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Total revenue 148 161 187 220 230 329 378 336 377 366 400 360

Tax revenue 91 111 134 149 169 239 281 246 268 263 291 261

 Customs duties 70 80 86 87 94 108 106 83 104 98 105 83

Non-tax revenue 56 47 44 68 51 87 97 84 85 100 107 97

 Forest exploitation 22 13 7 9 5 9 11 7 13 10 9 8

 Post & Telecommunications 15 14 16 21 22 27 34 14 25 23 28 30

Capital revenue 0 2 10 3 9 3 0 6 23 3 2 2

Total expenditure 252 300 360 315 324 448 483 514 653 453 517 582

Capital expenditure 84 128 157 113 92 156 209 280 223 198 210 250

Current expenditure 168 172 203 202 245 291 274 234 430 255 307 333

 Education and Health 23 25 31 32 33 70 35 32 150 27 47 52

 Defence and Security 98 106 102 105 110 116 118 74 164 63 88 91

 Other Ministries 48 41 71 65 83 103 122 128 116 165 172 190

Overall deficit -105 -139 -173 -95 -95 -119 -105 -178 -276 -87 -117 -222

Foreign financing 108 140 170 111 67 104 168 212 164 165 160 236

Domestic financing -3 -1 3 -16 28 15 -63 -34 112 -78 -43 -13

Source: Ministry of Economy and Finance: Quarterly average (1994-1999, quarterly average)

1994 1995 1996 1997 1998 1999 2000 2001

Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3

Number of investment projects

Total 46 51 75 34 35 24 27 29 13 11 13 12

 Garment 27 30 36 12 21 11 17 13 7 4 7 6

Registered capital (millions of dollars)

Total 116.0 89.0 97.8 69.5 104.1 61.7 19.7 42.7 24.5 5.1 15.2 15.2

 Garment 26.8 28.0 39.2 8.6 22.9 13.9 7.0 8.2 4.0 1.0 6.0 8.8

Fixed assets (millions of dollars)

Total 303.0 76.2 186.7 190.4 212.3 118.5 85.8 86.6 56.0 10.1 29.1 16.5

 Garment 25.1 25.4 39.6 9.7 30.2 19.9 28.3 17.3 7.5 5.7 8.2 10.0

Source: Cambodian Investment Board (1994-1999, quarterly average) * Including existing investment expansion projects

Table 8. Investment Projects Approved, 1994–2001*


